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I. Executive Summary

[.1 Introduction

SMG/Columbia Consulting Group was retained by TPAB to conduct a review of the
Washington Department of Licensing (DOL) s Transportation-Related Performance and
Outcome Measures.

This study was completed as part of the TPAB s ongoing oversight of transportation
related agencies.

< Inits oversight role, TPAB conducts performance measure reviews and
performance audits to ensure that agencies with transportation programs are
operating in an efficient and effective manner.

e TPAB Performance Measure Reviews are used to determine if the legislature
has the means to adequately and accurately assess the performance and
outcomes of those agencies and departments that deliver transportation related
programs.

Our review focused only on programs that receive transportation funding. The original
scope of the review was limited to the Driver Services and Vehicle Services Divisions
and the transportation program support functions of the Information Services Division.
We added two Administrative Services Division functions that are directly related to
transportation services: the Customer Service Center (Call Center) and Revenue
Accounting.

This report is presented in four volumes. (See section 1.3 for a description of each
volume.)

.2 Methodology

The SMG work plan consisted of six tasks that are briefly described below. (More
detailed descriptions of our methodology appear in each of the remaining three volumes
of our report.)

e Task 1l Initiate and administer the project.

e Task 2 Collect and review background information. SMG collected,
reviewed, and catalogued all documents relevant to DOL s transportation-related
strategic planning, budgeting and performance measurement.

e Task 3 Interview management and staff. Initially, SMG conducted structured
interviews with twenty-four DOL managers and staff and other key individuals
involved with the legislative process. We then conducted follow-up interviews to
understand the use of specific performance measures and reports.

e Task 4 Survey other states to identify and compare use of benchmarks
and performance measures. SMG surveyed the Missouri Department of
Revenue Division of Motor Vehicle and Drivers Licenses, Tennessee Department
of Safety Motor Vehicle Services, and the Virginia Department of Motor Vehicles
to understand how they use performance measures and benchmarks. We then
compared the survey agencies use of measures and benchmarks with DOL.
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e Task5 Evaluate the performance measurement and management system.
We evaluated DOL s performance management system, performance reporting,
and measures relative to evaluation criteria derived from industry best practices
and SMG s experience in helping government agencies develop and implement
performance management systems. As part of Task 5, we identified and
categorized the DOL s oversight and operating performance measures and
examined a sample of 56 measures in detail.

e Task 6 Prepare draft and final reports. SMG compiled all of the data
collected and developed overarching findings and recommendations for
improving DOL s performance measurement systems and processes.

Key features of our methodology included:

e Structured research based on interview guides and evaluation criteria to develop
a complete database from which to draw conclusions.

 Documentation of the wide range of data collected in report appendices to
provide support for the statements and conclusions made in our report.

e Delivery of bi-monthly status reports and two interim deliverable reports with
preliminary findings to TPAB. The intent of these interim deliverables was to
keep TPAB abreast of progress and to gather input from TPAB regarding report
form and content prior to the delivering the final report.

« Development of a collaborative relationship with DOL to facilitate an open and
efficient fact finding process and to ensure findings are interpreted accurately.
Without DOL s cooperation, SMG would not have been able to conduct this
review within the timeframes required.

1.3 Organization of the Final Report

Because of the substantial volume of information to be presented, we are delivering the final
report in four separate volumes. They are:

Volume 1: Executive Summary and Recommendations This summary volume
provides an Executive Summary of the entire four-volume report and presents
recommendations for improving DOL s performance management and measurement
practices.

Volume 2: DOL Performance Measurement Practices Volume 2 describes the
document review and interview methodology, answers to TPAB questions about current
practices, and provides preliminary findings from the document review and interview
process. (Volume 2 was presented as Interim Deliverable #2 on November 5", 2004.)

Volume 3: Use of Performance Benchmarking in Other States Volume 3
describes the benchmark survey methodology, answers TPAB questions about
performance measurement practices in other states, and summarizes findings from our
survey of state agencies in Tennessee, Missouri and Virginia. (Volume 3 was presented
as Interim Deliverable #3 on November 12, 2004.)

Volume 4: Evaluation of Performance Management and Measurement Volume 4
describes the overall evaluation methodology, answers TPAB questions about the
efficiency and effectiveness of DOL s transportation-related program performance
management practices, and summarizes our evaluation of DOL s performance
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measurement systems, reporting, and measures. (Volume 4 is also Interim Deliverable
#4 as described in our proposal.)

Each volume includes its own set of appendices to support the report s findings.

1.4 Definitions
Throughout the four volumes of the report, we will use the following terms:

A performance measure is a measure that describes how an organization functions,
operates or behaves. Performance measures describe the outputs, efficiency,
effectiveness, timeliness and outcomes of specific processes and services. They can
also be used create an overall picture of an organization, examining it from financial,
customer, process, and learning and growth perspectives.

An outcome measure is a specific type of performance measure that monitors the
change in or benefits to customers that directly result from a particular product or
service.

A benchmark or baseline is a measurement of performance against a specific
reference point or standard. We will use the terms benchmark and baseline
interchangeably in this report.

A target is a desired level of performance to be achieved within a specific period of time.

Benchmarking refers to the practice of comparing the performance of an agency to that
of similar agencies with similar work processes.

A performance management tool is a report, spreadsheet, data base or similar tool
that is used to support performance measurement and management.

Performance management system refers to the relationship of all of the elements of
strategic planning, budgeting and performance measurement, and how they are linked to
drive performance improvement.

p———
JE— Policy

Direction

Evaluation
& Audit

Vision,
Mission,
Goals

Tracking &
Reporting

Strategies

Budgeting

Performance
Measures &
Targets

! Adapted from Government Accounting Standards Board (GASB) guidelines and concepts presented in
The Balanced Scorecard Measures that Drive Performance by Robert S. Kaplan and David P. Norton,
Harvard Business Review #92105, January-February 1992.
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Oversight measures are those that are reported to the Governor, Legislature, other
oversight agencies or the public on a regular basis.

Operating measures are measures that are used for the internal monitoring and
management of the agency.

1.5 Summary of Findings

In each of the remaining volumes of this report we present findings to answer the 20 specific
guestions posed by the TPAB in its Request for Proposals. Because of the sheer quantity of
information presented, we did not attempt to duplicate these questions and answers here. This
section summarizes some of the most important findings, by groups of questions, from SMG s
review of DOL s transportation program performance measurement practices.

Legislative Mandates

TPAB Questions:

Has the Legislature established clear mandates, strategic plans, mission statements and goals
and objectives? Are the vision, mission, goals and objectives of DOL s major programs clearly
established, and are they consistent with legislative mandates and directions? How are
legislative mandates used to conduct DOL activities? Do managers and staff understand the
linkages between performance measures and legislative, executive and DOL mandates? Are
the DOL s published performance and outcome measures consistent with legislative mandates,
department strategic plans, mission statements, and goals and objectives?

RCW 43.88.080 creates certain requirements for state agency strategic plans and
performance measures. Each agency must define a mission, establish measurable
goals, present clear strategies and timelines to achieve goals, and define outcome-
based, measurable objectives for each program in its budget. It is also legislative policy
that each of the agency s budget proposals be linked to the agency s stated mission and
vision, and that performance measures should be included to facilitate objective
determination of a program s success in achieving its goals.

DOL s vision, mission, goals and objectives are clearly presented in the Department of
Licensing s 2005-07 Strategic Plan. The Strategic Plan is consistent with the statewide
results areas identified in the State of Washington s Agency Activity Inventory and the
Priorities of Government, and the strategies are in keeping with legislatively mandated
activities.

Performance measures that accompany budget decision packages do not typically
describe the performance improvements expected as a result of the investment being
proposed. Most measures presented in budget packages are workload measures
instead of true performance measures.

The DOL s performance measures in the Agency Activity Inventory align with the
Washington State Priorities of Government. The arrangement of measures in the
Agency Activity Inventory does not clearly demonstrate a linkage to the agency goals
and objectives. The most recent version of the Strategic Plan does not include
performance measures. Performance measures were submitted with the budget request
according to the Office of Financial Management s guidelines.
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The agency has not yet developed systematic linkages between strategic planning and
performance management. It is not always clear how agency and program measures
are aligned and how strategies relate to performance measures and outcomes.

DOL Administrators and Managers understand the linkages between DOL strategies and
legislative mandates. Interviews suggest that they do not fully understand the linkages
between performance measures and DOL mandates. The DOL is addressing this issue
through a manager and supervisor performance management training program called
Three Steps to Performance Transformation, launched in the Spring of 2004.

Performance Management/Use of Performance Measurement

TPAB Questions:

How are strategic plans and performance measures used for DOL management purposes?
How is performance data used to make planning and operational improvements? How are
programs using performance and outcome measures to manage resources in an efficient and
effective manner? Is data being used to improve the Department s organization, budget
planning and allocation of resources?

DOL has not developed a standard and repeatable process for strategic planning and
performance measurement that is widely understood and embraced by agency staff and
management. It is likely that the continually changing strategic plan requirements and
performance management directions, methods and tools used by the State of
Washington over the past few years has created some confusion for the agency.

DOL has made great strides in improving its use of performance measures for internal
management since 1999.

e The agency has introduced many performance management tools and practices,
and has already achieved measurable improvement in performance from these
efforts. Some notable examples include: reduced customer wait times at
Licensing Service Offices, improved telephone customer service, and reduced
Driving Under the Influence (DUI) hearing dismissal rates.

 Working with T.S. Marshall Associates, the Vehicle Services Division has
identified a set of operating performance measures and has created a
spreadsheet-based repository for its measures, benchmarks, targets, and
performance results.

e All levels of management in Driver Services receive reports from the Workload
Model. This model provides data on customer wait times, staff utilization, drive
test wait times and pass rates that are used to manage workload and staffing in
Licensing Service Offices.

Performance measurement practices vary between divisions and programs, though all
transportation related programs are using or developing some type of performance
management tool.
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Legislative/Oversight Reporting

TPAB Question:

How are performance data reported to the Legislature for policy development and resource
allocation?

There is not a single set of oversight measures, or measures that are designed for
regular reporting to the public, the Legislature and its entities or the Governor.

Currently, DOL responds to individual requests for performance information from
oversight stakeholders on an ad-hoc basis. Most external entities that require
information from DOL ask for very specific statistics such as number of documents
processed or amount of revenue collected and not performance reports.

In the budget request, the Agency Activity Inventory lists expected results for each major
activity area.

e The Agency Activity Inventory format was designed by the Office of Financial
Management and is intended to become the primary oversight performance
reporting tool for all State agencies. This report is still under development.

e The first draft of the Agency Activity Report presented in the DOL 2005-2007
budget request includes 73 measures that could qualify as DOL s oversight
measures for transportation related programs.

e Agencies are anticipated to begin reporting Agency Activity Inventory data in first
guarter of 2005.

The budget decision packages (in the budget request) contain outcome, output, and
efficiency performance measures that are intended to demonstrate the expected results
of the proposed funding request.

The Governor s Office uses the Governor s Performance Agreements as its primary
oversight tool for State agencies.

TPAB does not currently require or receive any standard performance reports from DOL.
DOL s reports to TPAB have been in response to specific information requests.

Performance Measures and Data

TPAB Questions:

How well are performance measures constructed? Are measures valid (explicitly linked to a
specific goal or objective), well-specified and controllable? Is performance measure data
reliable and verifiable? Do managers and staff have confidence in the validity, reliability, and
timeliness of the measurement data that they produce and/or use? Are the measures as a
whole comprehensive yet concise, understandable, affordable, and timely? How are
performance measures used to measure customer satisfaction with agency services?

Our review of a sample of 56 operating measures revealed that, for the most part, DOL s
measures are valid and performance data are verifiable and reliable. Most measures
are also controllable; that is, the agency can control the performance or desired
outcome.
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